Required: 


APRIL/MAY 2023 
(i) Calculate the total cost of each product, 
if all overhead costs are absorbed on DCP32/DCM33 — ADVANCED COST 
machine- hour rate basis. ACCOUNTING 


Gi) Calculate the total cost of each product Time : Three hours Maximum : 75 marks 


using activity-based costing. SECTION A — (10 x 2 = 20 marks) 


Answer ALL the questions. 


What is Cost Centre? 

8. How to treat equivalent production? 

4. Define Contract Account. 

5. What is Standard Costing? 

6. Define Overheads. Give examples. 

7. Cost control- explain. 

8. Write a note on Spoilage and defective. 
9. Expand and Explain ABC. 


10. What is JIT? 
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19. Explain the Cost Control techniques. 


20. PQR ltd. Manufactures four products, namely A, 
B, C and D using the same plant and process. The 


following information relates to production period 


Oct, 2013: 

Product A B C Describe 
Output in units 1440 1200 960 1008 
Cost per unit: Rs. Rs. Rs. Rs. 
Direct materials 42 45 40 48 
Direct labour 10 9 T 8 
Machine hours per unit 4 3 2 1 


The four products are similar and are usually 
produced in production runs of 48 units per batch 
and are sold in batches of 24 units. Currently, the 
production overheads are absorbed using machine 
hour rate. The production overheads incurred by 
the company for the period October, 2013 are as 


follows: 


Machine department costs (rent, 
depreciation and supervision) 


Set — ups costs 

Store receiving costs 
Inspection 

Material handling and dispatch 


10 


1,26,000 


40,000 
30,000 
20,000 

5,184 
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Process] ProcessII Process II 


Rs. Rs. Rs. 
Direct materials 3,500 1,600 1,500 
Direct labour 2,500 2,000 2,500 


13. 


(a) 


The overhead expense for the period were 
Rs. 1,400 apportioned to the process on the 
basis of wages. No work in progress stocks 
existed at the beginning or at the end of the 
week. Prepare process accounts. 


Or 


In process B, 75 units of a commodity were 
transferred from process A at a cost of 
Rs. 1,310. The additional expenses incurred 
by the process were Rs. 190. 20% of the units 
entered are normally lost and sold @ Rs. 4 
per unit. The output of the process was 70 
points. Prepare Process B Account and 
Abnormal Gain Account. 


Calculate the re-ordering level form the 
following information. 

Maximum usage = 400 units 

Minimum usage = 100 units 


Re-order period = 6 to 9 days. 
Or 
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(b) From the following data given by the 
personal department, calculate the labour 
turnover rate by applying. 


G) separation method 

Gi) replacement method 

Gii) flux method 
number of workers on the payroll: 
At the beginning of the month 900 


At the end of the month 1100 


During the month 10 workers left, 40 


workers were discharged and 150 
workers were recruited of these, 25 
workers are recruited in the vacancies 
of these leaving while the rest were 
engaged for an expansion scheme. 


14. (a) Explain the essentials for cost reduction 
programme. 


Or 


(b) List out the defectives in cost control. 
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18. 


From the above information prepare 


(a) process cost accounts showing the profit 
element at each stage, 


(b) actual realized profits, and 
(c) stock valuation as would appear in the 
„balance sheet. 


The following information is extracted from the 
store’s ledger. 


Jan 1 opening balance 500 units at Rs. 4 


Jan5 purchases 200 units at Rs. 4.25 
Jan 12 purchases 150 units at Rs. 4.10 
Jan 20 purchases 300 units at Rs. 4.50 
Jan 25 purchases 400 units at Rs: 4.00 


Issues of material were as follows: 
Jan4 200 units ` 

Jan 10 400 units 

Jan 15 100 units 

Jan 19 100 units 

Jan 26 200 units 

Jan 30 250 units 


Issues are to be priced on the principal of FIFO 
method. Write the stores ledger account. 
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Selling and distribution overheads are Rs. 1 per 
ton sold. 16000 tons of commodity were produced 
during this period. 


You are to ascertain 

(a) cost of raw materials used, 
(b) cost of output for the period, 
(c) cost of sales and 


(d) net profit for the period of 15% on sales i 
desired. 


| 
17. A certain product passes through three processes 2 


before it is completed. The output of each process 


is charged to the next process at a price calculated WS 


to give a profit 20% on transfer price. (i.e. is 25% 
on cost price). The output of process III is charged 
to finished stock account on a similar basis. There 
was no work-in- progress at the beginning of the 
year and overheads have been ignored. Stock in 
each process has been valued at prime cost of the 
process. Following data was obtained at the end of 
31st march, 2013. 


Process Process Process Finished 


I I HI stock 
(Rs) (Rs) Qs) (Rs) 
Direct 4,000 6,000 2,000 - 
material 
Direct 6,000 4,000 8,000 
wages 
Stock on 2,000 4,000 6,000 3,000 
31st march 
Sale of the - - - 36,000 
year 
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15. (a) A company manufacturing two products L 
and M, furnishes the data for the year. 
Products Annual Machine Direct Total Total of 
output Hours labour number number of 
(units) (Per unit) Hours orders sets — ups 
(Per handled 


unit) 
5000 3 1 15 10 
7000 1 2 60 40 
(Rs) 
Annual Overhead costs: 
Related to machine activity 2,20,000 
Relating to production run set-ups 20,000 
Relating to handling of orders 45,000 
285,000 


Calculate the production overheads to be 
overheads to be absorbed by one unit of each of the 
products L and M using the following costing 
methods: 


(@) A traditional costing approach using a direct 
labour hour rate to absorb overheads. 


Gi) An activity based costing approach, using 
suitable cost drivers to trace overheads to 
products. 


Or 
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11. 


12. 


(a) 


(b) 


(a) 


SECTION B — (5 x 5 = 25 marks) 
Answer ALL the questions. 


Explain the Scope of cost accounting. 


Or 


From the following particulars prepare the 
prime cost, works cost, cost of production, 
total cost and profit from the following 
figures. 


Rs. 
Direct materials 6,000 
Direct labour 4,000 
Factory expenses 2,000 


Administration expenses 1,000 
Selling expenses 900 
Sales 20,000 


A product passes through three distinct 
processes to completion. These processes are 
numbered respectively I, II and III. During 
the week ended 15 January 2013. 500 units 
are produced. Following information is 
obtained: 
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During the period October 2013, the following cost 


drivers are to be used for allocation of overheads 


cost: 


Cost 


Set- up costs 


Stores receiving 


Inspection 


Cost drivers 


number of production runs 


(batches) 
requisition raised 


number of production runs 


(batches) 


Material handling and dispatch order executed 


It is also determined that: 


(a) 


b) 


Machine department costs should be 
apportioned among set- up, stores receiving 
and inspection activities in proportion of 
4:3:2. : 

The number of requisitions raised on stores 
are 50 for each product. The total number of 
material handling and dispatch order 
executed during the period are 192 and each 
order being for a batch size of 24 units of 
product. 
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(b) An engine manufacturing company has two 
production departments: 


(G) snow mobile engine and 


(ii) boat engine and- two service 
departments: 


(1) maintenance and 
(2) factory office 


Budgeted cost data and relevant cost drivers are 


as follows: 
Department costs: (Rs) 
Snow mobile engine 6,00,000 
Boat engine 17,00,000 
Factory office 3,00,000 
Maintenance 2,40,000 


Cost drivers: 

Factory office departments: No. of employees 
Snow mobile engine departments 1080 employees 
Boat engine department 270 employees 
Maintenance department 150 employees 
1500 

No. of works orders 


Snow mobile engine department 570 orders 


Maintenance departments: 


Boat engine department 190 orders 
Factory office department AO orders 
800 
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@ Compute the cost driver allocation 
percentage and then use these percentages 
to allocate the service department costs by 
using direct method. 


Gi) Compute the cost drivers allocation 
percentage and then use these percentages 
to allocate the service department costs by 
using non-reciprocal methods/ step method. 


SECTION C — (3 x 10 = 30 marks) 


Answer any THREE questions. 


16. Following extract of costing information relates to 
commodity A for the following half year ending 3 
1st December, 2012. 


(Rs) (Rs) 

Purchases of raw 1,20,000 Stock (31st dec 

materials 2012): 

Works overheads 48,000 Raw materials 22,240 
Direct wages 1,00,000 Finished products 32,000 

(2000 tons) 

Carriage on 1,440 Work in progress 4,800 
purchases (1st July 2012) 

Stock (1* July Work in progress 16,000 
2012): (31st dec 2012) 

Raw materials 20,000 Sales — finished 3,00,000 


products 


Finished products 16,000 
(1000 tons) 
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